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Abstract 
In this paper we propose an analysis of the insurance market competition in Romania for 2007-2012 period. For this purpose, 
we use the analyzing methodology of market concentration promoted by Mereuta (2012), applied by calculating market shares 
by total gross premiums. Our results indicate a low concentration and a quasi - perfect competition. The leader dominance is 
on a downward trend, indicating, also, a low distortion in the market. 
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1. Introduction 
The insurance market in Romania has become very important in the last two decades, both in terms of 
increasing size and quality, by products diversification and better services. Romanian accession to the European 
Union and European financial market integration has boosted the development of this sector. 
The objective of this paper is to make a structural analysis of competition in the insurance market in Romania 
after the EU accession. The analyzed period is 2007-2012. We use the analysis method of MereuĠă [1] 
methodology, applied for the first time in the insurance market. So far, it has been applied and tested in the non-
financial corporations market and for the Romanian banking system [2]. 
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The paper is structured as follows. The second section is a brief description of the structural evolution of the 
insurance market in Romania for the 2007-2012 period, in the third section will be presented the methodology 
and data, and in the fourth section will be presented and discussed the results. Finally we draw conclusions. 
2. Structural developments of romanian insurance market in 2007-2012 period 
The insurance sector has experienced a rather tumultuous history, even after Romanian integration into the 
European Union. Competitors have struggled to acquire as large a market share to achieve a critical mass of 
business and shorten the long road to the point of break-even so expected by any investor. Beyond specific 
marketing arrangements, there have been also many operations such as mergers & acquisitions. In the landscape 
also occurred bankruptcies, Euroasig being the last, hopefully, on this list comprising mostly failed attempts in 
the field of trade union factions. Altogether, when in 2013 we can say that the main European (even worldwide) 
competitors are present in Romania. From the point of view of the capital origin, at the end of 2012, foreign 
capital had a market share of 78.08 %, while the Romanian capital - 21.92 %. Foreign capital was divided as 
follows: Austria - 28.45 %, France - 14.72 %, Netherlands - 9.42%, Czech Republic - 5.09 %, Bulgaria - 3.68%, 
Germany - 3.67 %, Italy - 3.42 %, Greece - 2.91%, U.S. - 2.64%, Cyprus, - 1.41%, Luxembourg - 1.11%, 
Switzerland - 0.78%, Moldova - 0.33 %, UK - 0.31 %, Israel - 0.14%. 
The main player in the Romanian insurance market is one of the European leaders, Vienna Insurance Group. 
Austrians control several top 10 Romanian companies, that could change a little the competitive relationship: 
Omniasig Group (resulting from the merger of BCR Asigurari and Omniasig VIG - the largest M&A operation on 
the market), BCR Asigurari de Viata and ASIROM. In total, VIG has about a quarter of the insurance market in 
Romania. The second major player is Groupama, the French group that came into the market in 2007, about the 
same time aquiring BT Asigurari, ASIBAN and OTP Garancia. Unlike VIG, the French preffered from the start 
to merge their acquisitions, that seems to cause them trouble on the part of profitability. Another important group 
is Italy's Generali company, present in Romania since 1835, when they opened a branch in Braila, which 
provided insurance of cargo shipping. Italians, too, have recently went through a merger between the parent 
group, a company specializing in agriculture, FATA, and an older purchase, ARDAF. Other important names in 
the market are ING Asigurari de Viata and Metropolitan Life, the two companies that founded the life insurance 
market in Romania. While the Dutch company had a linear trend, dominating with authority its operating 
segment, its U.S. competitor has undergone radical changes. Metropolitan Life is actually the former AIG Life, 
"to big to fall" in 2008, which later became Alico. Now it is getting stronger under the brand Metropolitan, 
swallowing another sound name, Aviva, the largest life insurance company in the UK. On the life segment we 
have also AXA, another world leader, who preferred a late entry in Romania by acquiring a smaller player, 
Omniasig life division. Going back to AIG, it was activ in the market in 2008 also in nonlife business, by AIG 
Romania. After the US “earthquake”, it became Chartis, now functioning as an European passport unit, controlled 
from London. The Dutch Aegon did the same, it preferred after a hesitant greenfield start to annex its local affairs 
to its branch based in Warsaw. Another top market player is the Austrian UNIQA . They originally intended to 
buy the current market leader from the Romanian investor, by becoming a shareholder of ASTRA Asigurari. 
Subsequently, due to some disagreements that culminated with image rights law conflicts, UNIQA has given up 
the venture, preferring to buy from VIG another medium-sized competitor, UNITA. The company is growing 
now organically, establishing a separate entity on life business. Taking a look to the capital origin, we can also 
see Germany on the list. The German capital is to be found in one of the traditional leaders of the market, Allianz 
Tiriac Group, which has dominated most of the charts on nonlife business since 1994 ( Allianz entered ASIT in 
2000). We also find German capital in Gothaer, the latest big name that has entered the Romanian profile market, 
by acquiring a medium-sized player, Platinum Romania. Another company is Interamerican, which entered the 
market in 1995 as a Greek subsidiary of the famous overseas group. The company later became EUREKO, 
because the Dutch bought the majority shares in 2001. 
In the period 2007-2012 the number of insurance companies has remained relatively constant, ranging from 41 
companies in 2012 to 46 companies in 2009. The leader market share based on total gross premiums decreased 
from 17.2% to 13.7 %. The leadership position was shared by Allianz Tiriac in 2007-2010 period and Astra, in 
2010-2012 period. Concentration indicators of the insurance institutions by gross premiums fell slightly over the 
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analyzed period. Top 5 institutions gather almost half of the market. However, normalized HHI index has a value 
of less than 1000, showing a low degree of concentration and high competition. 
 
Table 1. Key structure indicators calculated by total gross premiums of insurance institutions in Romania (2007-2012) 
Year 2007 2008 2009 2010 2011 2012 
No. of institutions 42 44 46 43 43 41 
Leader share 0,1720 0,1549 0,1450 0,1304 0,1289 0,1370 
CR5 (%) 53,83 51,85 49,96 52,28 51,19 51,23 
HHI 0.0835 0.0784 0.0744 0.0767 0.0723 0.0749 
HHI normalized 0,0517 0,0569 0,0538 0,0547 0,0502 0.0517 
Source: Own calculations based on data provided by the Insurance Supervisory Commission 
3. Methodology and data 
In this paper we analyze, from the structurally point of view, the competition in the insurance market in 
Romania in the period 2007-2012. This period coincides with the country accession to the European Union. For 
this purpose we apply the Mereuta methodology [1] for the structural analysis of economic concentration. 
Therefore, our approach will be developed in two steps: first we check if all the structural features of the 
market share distributions of macro-experiment Mereuta [1] are found in the case of insurance institutions during 
the period 2007 - 2012; then we apply the universal concentration matrix by which we analyze the competition in 
the insurance market in Romania, using two indicators: the index M and the structural dominance degree of the 
leader (Gdl). 
The macro - experiment conducted by Mereuta [1] requires the acquisition of a series of basic statistical 
features of the market shares distribution in terms of competition. Therefore, all the market share distributions 
of the institutions on classified markets with more than 30 companies must meet the following characteristics. 
The value of variation coefficient m
sV  
 (1),  
where s is the standard deviation, and m – the average, has to be over-unit. 
Based on the relationship
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 (4). 
Therefore, for the markets classified with n> 30 active companies, the Herfindahl index is approximately equal 
to or greater than twice the minimum Herfindahl, corresponding to uniform distribution (the companies’ market 
shares are equal). 
Finding the number of standard deviations intervals below, respectively above average is another important 
aspect to consider in terms of competition analysis. 
Considering pmin = m – K”s, K” > 0, and having m
sV  
 and n
m 1 
, we get V
NpK min'' 1 
 (5)  and V 
 1 follows K” <1. 
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Therefore, we deduce another empirical law, which states that all the market shares distributions of the 
insurance companies on market classified n> 30 are characterized by the fact that the group of companies with 
smaller market share than average is concentrated in a single standard deviation interval. 
Also, since the average value of market shares is greater than the median value, weighted values of the 
companies in the macro-experiment reveales that all mentioned market share distributions have positively 
asymmetry. 
In determining the number K' of standard deviation intervals for the companies with market shares above 
average, we use the relation pmax = m + K' · s , K' > 0, and having m
sV
and n
m 1 
 we get 
V
NpK 1max'  
(6). 
From this it can be deduced that the number of intervals K' has a statistically significant trend of increasing 
with the number of companies (n ) and with the leader market share (pmax ) . 
The methodology Mereuta (2012) promotes also a universal matrix of non-pooled market share 
concentration, starting from two indicators, the index M and the structural dominance degree of the leader (Gdl). 
To address the shortcomings due to high variability and mainly because of the very high values of the multiple 
values of max / min of Herfindhal index, it is proposed a new concentration ratio, defined as the natural logarithm 
of each definition term of the normalized Herfindahl index. 
Therefore, the normalized Herfindhal index n
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     M indicator correspondes to normalized quadratic Renyi entropy, its average value on the scale 0-1 is 0.5. 
     This allows a general classification of the concentration in 5 classes as follows: 
Class A +        - systems with very low concentration of 0  M d 0,2 
Class A  - systems with low concentration of 0,2  M d 0,4 
Class B  - systems with an average concentration of 0,4  M d 0,6 
Class C  - systems with high concentration of 0,6  M d 0,8 
Class C- - systems with very high concentration of 0,8  M d 1. 
 
The structural dominance of the leader is defined by the relationship:  
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 0 d Gdl d 1.  (9) 
The average value of the indicator on the scale of 0-1 is about 0.50. The symmetric rating scale of the leaders 
impact on the competition is as follows: 
 
Gdl value Impact on competition Class 
0  Gdl d 0,2 Very low A+
0,2  Gdl d 0,4 Low A 
0,4  Gdl d 0,6 Average B 
0,6  Gdl d 0,8 High C 
0,8  Gdl d 1 Huge C-
   
The two indicators examined above, Gdl and M, allow the development of a universal matrix of ungrouped 
market share concentration made of 5 zones, by applying a symmetrical scale in the range 0-1, for them. 
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Fig.1 Universal matrix of ungrouped market shares 
The significance of the 5 areas is as follows: 
x Zone 1 has M and Gdl coefficients with very low and low values 
x Zone 2 has the M coefficient with low and very low values and Gdl with high and very high values 
x Zone 3 has M and Gdl coefficients with high and very high values 
x Zone 4 has the M coefficient with high and very high values and Gdl with low and very low values. 
x Zone 5 has M and Gdl coefficients with averages values 
x Zone 5a has the M coefficient with averages values and Gdl with low and very low values 
x Zone 5b has the M coefficient with large and very large values and Gdl coefficient with averages values 
x Zone 5c has the M coefficient with average values and Gdl coefficient with high and very high values 
x Zone 5d has the M coefficient with reduced and very low values and Gdl coefficient with average values. 
 
In terms of the competition distortion degree, we can classify the zones as follows:  
x Zone 1 - very low distortion of competition 
Zones 5a, 5d - low distortion of competition 
Zone 5 - average distortion of competition 
Zones 5b, 5c , 2, 4 - large distortion of competition 
Zone 3 - huge distortion of competition. 
 
In terms of market accessibility, the significance of matrix zones is as follows: 
x Zone 1 corresponds to quasi-perfect competition, with minimal entry barriers and reduced influence of the 
leader, establishing a clear opportunity for new competitors.Zone 3 corresponds to a competition with high 
entry barriers and high influence of the leader, not an opportunity for new competitors 
Zones 2, 4, 5a, 5b, 5c, 5d are zones of opportunities and risks 
Zone 5 corresponds to a competition with average entry barriers. 
 
The data used are taken from companies reports to the supervisory body, the Insurance Supervisory 
Commission (now integrated in Financial Supervisory Authority - FSA ) and checked against their balance sheets 
published on the website of the Ministry of Finance. Market shares are calculated based on the total gross 
premiums received, the indicator that best describes the relevant market, the nearest to the companies activity 
domain. 
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4. Results 
In table no.2 we have centralized the specific features of the 6 structural distributions of market shares of the 
Romanian insurance institutions for 2007-2012 period. 
Table 2 Structural distributions of the market shares of the total gross premiums of insurance institutions in Romania in the period 2007 - 
2012  
Year 
No.. 
Institutions 
Leader 
share Average 
Standard 
deviation  
Variation 
coefficient  Hmin 2*Hmin H 
Median 
share  N80 H80 M GDL h80/h zone 
2012 41 0.1370 0.0244 0.0355 14.566 0.0244 0.0488 0.0749 0.0051 10 0.0711 0.3020 0.2321 0.9494 1 
2011 43 0.1289 0.0233 0.0342 14.695 0.0233 0.0465 0.0723 0.0056 11 0.0691 0.3016 0.2116 0.9563 1 
2010 43 0.1304 0.0233 0.0357 15.338 0.0233 0.0465 0.0767 0.0046 10 0.0736 0.3172 0.2033 0.9425 1 
2009 46 0.1450 0.0217 0.0342 15.735 0.0217 0.0435 0.0744 0.0038 11 0.0709 0.3213 0.2666 0.9532 1 
2008 44 0.1549 0.0227 0.0360 15.836 0.0227 0.0455 0.0784 0.0061 10 0.0747 0.3273 0.2899 0.9525 1 
2007 42 0.1720 0.0238 0.0382 16.028 0.0238 0.0476 0.0835 0.0053 10 0.0808 0.3358 0.3386 0.9673 1 
Source: Own calculations based on data provided by the Insurance Supervisory Commission 
 
All the 6 structural distributions of the market shares fit the application assumptions of the analysis 
methodology for the economic concentration proposed by Mereuta (2012): 
x they have positive asymmetry (to left) with the average rates values higher than the median values, falling 
within the structural feature of economic size distributions; 
x all the Herfindahl index values are higher than twice the minimum value corresponding to the uniform 
distribution; 
x the market share values lower than average are concentrated in a single interval of the standard deviation as 
the variation coefficient is over-unit; 
x Herfindahl indices of the institutions whose combined market share is equal to 80 % of the total market share 
have values higher than 95 % of the entire distribution of Herfindhal index, in all cases analyzed. 
 
As can be seen, throughout the period under review, according to the universal matrix for economic 
concentration classification, M and Gdl coefficient indicates membership to zone 1. Therefore, we have a low 
concentration and a low distortion of competition by the market leader. The situation corresponds to a quasi-
perfect competition, with minimal entry barriers and reduced leader influence. It also suggests the insurance 
market in Romania is one of the opportunities for new competitors. The evolution of decreasing M and Gdl 
indices indicates an increase in competition. 
Comparing the results with those for the banking market in Romania [2], we find a competition increase and a 
concentration decrease in both markets. Instead, the Romanian banking market is found in other zones of the 
competition matrix for 2007-2010 period, hovering in 5d zone. 
Although we have seen an increase in competition in the insurance sector, there are a number of problems in 
the sphere of conflicts that arise in relationships with customers, coming especially from non-payment or late 
payment of compensation. There is also a weaker development in certain segments of insurance products, such as 
life insurance. 
5. Conclusions 
The insurance market in Romania has a high degree of competition in terms of market shares by total gross 
premiums, indicating market opportunities for new competitors. The leader dominance fell, showing little 
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influence. To deepen the analysis, we propose as directions for future research to apply the Mereuta methodology 
(2012) on the Romanian insurance market, using market shares calculated according to assets size and the source 
of capital, especially given that some market players have the same main shareholder.  
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